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ABSTRACT. At present, when the country’s economy faces acute
problems, the role and importance of business increase further,
particularly in respect of labor employment. It is known that large
businesses are featured by introduction of modern techniques and
technologies leading to cutting the jobs. As for small and medium-
sized businesses, they generate jobs and support the growth of the
employment rate what is particularly important for present-day Georgia
facing the acute problem of unemployment. The support by the EU
countries is much important for small and medium-sized business
development.
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Introduction
Small and medium-sized businesses are an important component
of the economic development of any country. The practice of market
relations has evidenced that it is through a swift development of small
and medium-sized businesses forming the middle layer of the society
and ensuring the sustainable and stable development of economics.
This is why in many countries of the world, including Georgia, the
development of small and medium-sized businesses are of a particular
importance.
By introducing an efficient system of small businesses, it is
possible to solve many problems of a country (poor innovative policy,
low competitiveness, high rate of unemployment, lack of new jobs,
etc.). Consequently, it is very important to analyze and evaluate the
major factors having an impact on the development of small
businesses and establish favorable conditions. This is why we have
decided to give a reasonably meet the goal of the study, which is
underlined in the title of the study. The content of the article is
structured as follows: first, the factors supporting the popularization of
small businesses are considered, and the criteria determining the
development of small and medium-sized businesses and strengths and
weaknesses of small businesses are analyzed. The following section
describes the contemporary state of small businesses in Georgia and
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considers the major approaches and forms to support small businesses.
At the end of the article, conclusions and recommendations are given.
Theoretical aspects of small business development
The roots of the small business development are associated with
the mobilization of personal factors and fight against the general trend
to form large monopolies in the near past. At present, small businesses
are considered an efficient form of business due to a number of
reasons. People prefer having their own business on the one hand and
the staff rotation at large companies due to the tough competition
results in the flow of qualified labor from the corporate business to
small businesses. Emancipation has also led to the popularization of
small businesses. «Origination of thousands of new businesses in the
USA every next year is the result of the growing number of
companies owned by women, Afro-Americans and other minorities»
[1], and the women-owned small enterprises are mostly engaged in
services [2]. The development of small businesses is also promoted by
particular labor motivation giving better possibilities to the people to
meet their individual dispositions and demands.
It should be noted that there is no single or universally recognized
definition of the category of «small business». «This is why there are
up to 50 definitions of a small business known worldwide, and every
country approaches this issue with its own specifics» [3]. At present,
the EU considers three types of small and medium-sized businesses:
(1) micro-enterprise with 1 to 10 employees and annual turnover of no
more than 2 mln. Euro, (2) small business with 10 to 50 employees
and annual turnover of no more than 10 mln. Euro, and (3) medium-
sized business with 50 to 250 employees and annual turnover of no
more than 10 mln. Euro [4]. As per the UNO classification,
microenterprises are the ones operating with up to 10 employees,
small businesses are the ones operating with 100 to 110 employees
and medium-sized businesses will usually operate with 110 to 500
employees.
Under the Georgian Law «On Entrepreneurs», small business (or
the economic unit oriented on small business) may be established or
operate in any field of economy with any legal form.
Under the Tax Code of Georgia, a micro business status can be
granted to a natural person that does not use hired labor, carries out
economic activity independently, and the gross income receivable
thereof during a calendar year does not exceed 30,000 Lari (the
present currency exchange rate 1$=2,35 Gel), while a small business
211
status may be granted to an entrepreneurial natural person whose
gross income received from economic activity during the calendar
year does not exceed 100,000 Lari.
Small and medium-sized businesses have certain functions in the
country’s economic system. Among other things, the development of
small and medium-sized businesses supports competition and
stimulates the entrepreneurship, mitigates social inequality and boosts
the rate of employment. Small businesses play an active role in
overcoming poverty; they can make flexible and swift decisions
allowing them swiftly and flexibly adapting to the conjuncture
changes; small businesses are mostly oriented on local markets. They
ideally adapt to the demands of local people, customs and habits and
other factors.
Small businesses often face severe limitations capable of
hampering their successful operation. Disadvantages of small
businesses: they have little experience in operating on the market, are
less active in marketing, have little control over the sales channels, do
not explore the markets and their awareness of sales channels and
consumers is low; the productivity of small and medium-sized
businesses is low and the qualified staff is not quite attracted by these
fields; wages at small and medium-sized enterprises are not as high as
at large enterprises; small and medium-sized businesses lack the
strategy for professional development [5]; the economy gained at the
expense of production scales is quite limited as compared to large
enterprises, and small and medium-sized businesses have less
prospects to achieve scale effect.
Despite such drawbacks, the experience of the leading countries
evidences that as time goes, the role of small businesses in the
economics does not diminish, but their number is increasing quite
steadily worldwide. Under the Small Business Act adopted in Europe in
2008, small and medium-sized enterprises make over 99 % of the total
number of enterprises in the European Union (23 million). In fact, they
form a backbone of the European economy generating most of the jobs
(80 % of new jobs) and amounting to 2/3 of European GDP.
Major factors influencing the development of small
and medium-sized businesses
As the data of the National Statistics Office of Georgia suggest, by
June 1, 2015, there were 602.668 organizations registered in different
sectors of economics of Georgia. 572.619 of them were
entrepreneurship/commercial legal and entrepreneurial physical
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entities, including 403.453 subjects (66,9 %) as individual
entrepreneurs and 169.164 (28,1 %) legal entities. Only 116.486 of
them (20 % of the registered entities) operated actively. Most of the
businesses (20,5 %) are engaged in trade or repairs of cars, domestic
goods or personal items. It should be noted that in 2014, 46 % of the
population of Georgia and 55,6 % of the employed in the country
lived in rural areas. At the same time, only 0.7 % of the operating
businesses are engaged in the field of agriculture, the most important
branch of Georgia. At present, the level of development of small and
medium-sized businesses in Georgia is low with their share in the
country’s economy being also minor. In particular, turnover,
production volume and added value in the small and medium-sized
businesses make no more than 18 % of total business indicators.
According to the volume of direct foreign investments in Georgia in
2014, large business is a leading branch (82,6 %), followed by small
business (10,7 %) and medium-sized business (6,7 %). Even under
such terms, small and medium-sized businesses employ up to 40 % of
all business employees (making 229.057 people) [7]. The above-listed
indicators are the proof of high efficiency of small and medium-sized
businesses in Georgia having a certain impact on the economic and
social situation in the country. Georgia strives to be a country oriented
on European values and achieve economic and political integration
with Europe. Today, the EU recognizes the great role of small and
medium-sized businesses in the European economy. Therefore, in
respect of development small and medium-sized businesses, examples
of EU countries are quite interesting. The turnover of small and
medium-sized businesses in this region amounted to 58 % of the total
turnover in 2010 and the production amounted to 59 % of the total
production in the same year; 67 % of the employees in the business
sector were employed by small and medium-sized businesses [8]. In
recent years, the orientation of the EU countries on the problem of
small and medium-sized businesses has become more urgent. The EU
countries offer not only financial support to small and medium-sized
businesses, but they also consult them about how to develop
managerial skills and intensify their innovative actions, as well as how
to obtain external sources of financing, improve their export potential,
etc. As in summer of 2014, Georgia signed the Association
Agreement with the EU, the introduction of the European model of
small business policy is inevitable.
In July of 2015, The EU transferred a trench of 6 mln. Euro to
Georgia. This is the first transfer out of 45 mln. Euro assigned by the
EU within the scope of the budget assistance component of program
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«Deep and Comprehensive Free Trade Area and Support of Small and
Medium-Sized Businesses». This program is a clear indicator of the
EU readiness to support the practical implementation of the
Association Agreement in Georgia, support the growth of small and
medium-sized businesses as that of the basis for sustainable economic
development and inclusive growth. The major trends of the EU
support are: further improvement of the strategic fundamentals of
trade and small and medium-sized businesses; improvement of the
operation of the institutes regulating and supporting trade and private
sector; strengthening economic actors and small and medium-sized
businesses and adapting DCFTA to the new environment at the same
time; economic integration of the returned migrants, women engaged
in business and young entrepreneurs [9].
The international experience in the development of small and
medium-sized businesses evidences that this field needs state support,
particularly in the transition economies. Consequently, at different
times, the government of Georgia tried to support business more or
less, develop target programs for business and introduce them to
practice; however, many of such arrangements were simply PR-
campaigns attempting to gain political dividends in the pre-election
periods and were no more than mere papers. Such state of affairs led
to the deterioration of small and medium-sized business indicators.
Most small enterprises went bankrupt and many of them were
reluctant to continue their business. Another reason for the diminished
activities of small businesses was external factors. The embargo
established by Russia and global financial crisis had a negative impact
on small business development.
In recent years, the government of Georgia has decided to assist
small and medium-sized businesses, in particular:
• In August of 2013, the government of Georgia approved «The
social-economic development strategy for Georgia — Georgia 2020»
with the goal of making Georgia a country of a general welfare
oriented on traditional and European values. This strategy is being
implemented with the involvement of all the ministries, departments
and agencies of the country, with the Ministry of Finance and
Ministry of Economics and Sustainable Development of Georgia
playing the major role.
• In June of 2014, a new state program «Produce in Georgia» was
launched. Its budget is 46 mln. Gel, including 16 mln. Gel for industry
and 30 mln. Gel for agriculture. The main goal of this reformatory
program is to support the development of entrepreneurship, support
entrepreneurial entities and establishment of new enterprises and
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extension and re-equipment of the existing enterprises and
improvement of the competitiveness and export potential of the
private sector [11].
• Entrepreneurship Development Agency was established in
March 2014 under the Ministry of Economy and Sustainable
Development. It is the first state body totally oriented on the
improvement of the entrepreneurial environment, private sector
development, support of small and medium-sized businesses and
popularization of the export potential of the country. The goal of the
program is to support the development of micro- and small
enterprises, increase incomes of the population and help introduce
micro-enterprise support programs in the economically vulnerable
regions of the country [11].
• A business incubator is a key element of the system to support
business. There are associations of various incubators as technological
or scientific parks. Today, they are successfully used in all sectors of
economy [12]. Particularly high demand for business incubators is
seen at small and medium-sized businesses operating in the fields of
processing industry, building, agro-business and tourism [13].
• On February 19, 2014, aiming at establishing the innovation-
based economics and innovative eco-systems, supporting the
commercialization of knowledge and innovations and developing
high-speed internet, Georgia’s Innovation and Technology Agency
was established with the support of the World Bank. A large
infrastructural unit, the technological park is being built in Okrokana,
very near Tbilisi to support innovations and develop technologies. At
the technological park any person will be able to transform his/her
invention into a real prototype and gain commercial profit. It is
necessary «to establish the innovative environment at techno-parks,
which will support the transformation of new ideas into the goods of
consumption competitive on the international market» [14].
• The business sector showed a great enthusiasm to the initiative to
hand over the state property to new entrepreneurs at 1 Gel and launch
of the project to support newly emerging micro- and small enterprises
(worth of 20 mln. Gel) envisaging giving out 5 thousand-Gel grants
for the projects realized in the regions. «Preferential agro-credit»
project and «Project of co-financing the enterprises processing
agricultural products» must be considered as interesting components.
«Preferential agro-credits» Project is realized by the Agricultural
Project Management Agency. The projects are financed by the
Agricultural Development Fund, which is financed by legal entities:
International Charity Fund for Rural and Agricultural Development
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and International Charity Fund «Kartu». The above-said projects have
certain gaps (banking sector caprices, giving privileges for one’s
relatives or those having close people at the government of the country)
resulting in fair discontent of small farmers and peasants [15].
We think it necessary to pay attention to several issues, which in
our opinion, must be reflected in the state programs to support small
businesses:
(1) Following the worldwide experience, the credit-financial
support plays an important role in the development of small
businesses. These are grants, loans and investments in small
enterprises, tax allowances, lease financing. These components must
be accented more in the state programs to support businesses [16].
(2) State order systems operate in many developed countries of
the world. Most of the tenders in the country are small-scale what will
make the state purchases more accessible for small and medium-sized
businesses. A limit to state purchases must be valid for small and
medium-sized businesses, as well.
(3) Formation and development of business associations of
entrepreneurs play an important role in overcoming the barriers on the
way to small and medium-sized business development. Today, there
are many associations in the world, whose main goal is the protection
of the interests of business. Their participation in solving the problems
of small businesses is insignificant, as they usually prefer to defend
the interests of large businesses. This is because the main object of
public policy concentration is the segment of large enterprises with
80 % of share of the total production of the country [17].
Small and medium-sized enterprises with the help of business
associations may improve their competitiveness by receiving the
appropriate services: supporting skills development, ensuring better
access of the entrepreneurs to the information, establishing sound
business environment, holding a dialog between different concerned
entities and government aiming at developing small and medium-
sized businesses and job generation. So, the perfection and support of
business associations is important and this must become the obligation
of not only the authority of the country, but international
organizations as well.
The world practice evidences that among the external conditions of
efficient operation of small enterprises, large business plays a decisive
role. In practice, the major forms of integration of large and small
enterprises are: sublease, franchise, venture financing, lease, etc. [3].
The economic scientists and entrepreneurs agree that one of the
major factors supporting the development of small business is the
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improvement of professional knowledge of the entrepreneurs. In
Georgia, the partnership triangle between the business, the universities
and the scientific-research centers is underdeveloped. The hampering
factor here is the lack of budget. Introduction of the western model of
partnership between the business and the science in Georgia will take
long, and therefore, new ways and approaches are being sought. A clear
example is the engagement of the academic staff of Iv. Javakhishvili
Tbilisi State University in the scientific study of various urgent
problems on the initiative of the Rector of the University. One of such
projects «Technological business environment in Georgia and its
impact on the global competitiveness of export» is being developed by
the Department of International Business with the aim to clearly
analyze the strengths and weaknesses of the major components of the
business technological environment and develop concrete proposals and
recommendations for business generally and small and medium-sized
businesses in particular for their practical implementation. Such studies
will support the business development and improve business efficiency.
Conclusion
So, for the development of small and medium-sized businesses, the
models and approaches maximally considering the specific peculiarities
of our country can be chosen. The main thing is to use them, whether
individually or in combination, by considering the local problems. At
present, when the country’s economy faces acute problems, the role and
importance of business increase further, particularly in respect of labor
employment. It is known that large businesses are featured by
introduction of modern techniques and technologies leading to cutting
the jobs. As for small and medium-sized businesses, they generate jobs
and support the growth of the employment rate what is particularly
important for present-day Georgia facing the acute problem of
unemployment. The support by the EU countries is much important for
small and medium-sized business development.
Finally, it can be said that the development of small and medium-
sized businesses will lead not only to the economic growth, but also to
the formation of the middle layer of the society and solution to the
acute social problem consequently.
Recommendations
Despite a number of projects mentioned above, we think that this
arrangement is not sufficient and active work is to be continued to
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develop small businesses. This will need: (1) adoption of the law
about small and medium-sized businesses, (2) development of the
concept of small and medium-sized businesses, (3) establishment of
the state fund to support small business, (4) training qualified staff, (5)
use of the funds of the world supporting small and medium-sized
businesses (financial funds, insurance companies, venture funds, lease
companies, etc.), (6) state support to support the integration of large,
small and medium-sized businesses, (7) formation of entrepreneurs’
business associations and their development in line with the
international experience, (8) Improvement of the state policy to
connect the business, universities and scientific-research centers.
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SERVICE DESIGN AND THE NEXT GENERATION
TECHNOLOGIES IN GEORGIA
ABSTRACT. The work provides study and analysis of the queue
management substance and significance. Research was conducted
on the basis of Tbilisi Public Service Hall example. The work
demonstrates that dealing with the queue management problem is of
decisive importance for improvement of effectiveness of the service
companies.Research conducted within this work is based on the
results of 10-day observations. In the research the methods of
quantitative analysis were applied. On the basis of the data obtained
based on exponential distribution and Poisson distribution of services
the econometric model was built. Suitability of this model is
demonstrated, the relevant conclusions were made for improving
queue management effectiveness.
KEY WORDS: Service Design, Technologies, Public Service Hall,
queue management.
In discussion of service designing, the queues and their
management are at the central place. The queues often emerge in the
course of service process and dealing with the problems caused by
their growth is of great significance for improvement of the
effectiveness of service companies. Currently there is powerful
